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THE PRESIDENT HAS SEEN.

MEMORANDUM FOR: THE PRESIDENT
FROY: JACK WATSON @“’
SUBIECT : COMMENTS OGN OMB BUDGET MEMORANDUM

/

The fallawing are gemeral commbntg concerming the OMB
budget which you will be reviewing over the weekend.
AIl of my comments are primexrily from the viewpoint of
the budget’s fwpact an stste and local governments, or
on.the fundamental principie of “Cabinet government'’ .

There are three general points which dererve emphasis:

1. Although . departments have requested Increased
spending above the current services levels (assuming
restoratfon of Ford's cuts), ro major programs have
been identified for elimination ar reduction. Pven
though there has been no time for a zera base budgeting
analygie, there must be some major proprams that could

Iegitimately be cut back in the FY 78 budget.

2. We should establish a general princfple regarding the
role of OMB in determining’ the .apéiiflen of- spending
once a ceiling is agreed upon for a general area of
concern. For example, if OMB agrees with HUD that $4
billion should be spent for commmity develomment, it
should not be OMB's role to pass on whether RUD should
spend it a2ll on Block Erants or part on discretionary
funds, The policy development pProcess betweenr the
departwents and your poliey staff should settle such
issues. If your emphrasis on "Cabinat Gavernmenr" 4 to
be more than rhetorical, the Cabhinet Secretaries mst
be giver some diseretioncin establishing priorities
and allocating money within estahlished ceflings.



ASBeSS pruper national priorities in averall spesxting .

Comments oy OMB. documesst-_

l'

Army Corps of Engincers and Burem: af Reciamatior.

No sehetantive comment. OMB shoulé consult with
Cectl Andrus $n reviewing a1} the water FESOUTTEY
Projects; ¥ don't believe this has been done thus far.

BRPA Isaues.

&, Personnel Ieve{g- No' comment .
b. Weaste Water Treatwent Construction Kxiujtg.

The problem with OME’s positifon is that the $4a0
million cannot be tarpetted ta fust those states
that arermmingm,ofﬁnﬁsbmtbameha
statie aXlocation Frocess,  Withoot mefor changes
in the uwaderlying Iegistatfon, ft fs hecesgary to
focrease the total arthority in order to rget the
money te the needy areas, These chanpes have not
yet been addressed:as a palicy fssue, Moreosrer,
Congrezs 2e almest certatn to arfkd $5 Bil¥fan In
aothority to heln those states. It geems wwise
far vs to take onr guch -a major £ight withouwt
alternative comprehensfve legislation tg offer.

e. - PFunding Level for State and Local Plammring Crants.

Two major areeg for pollution control olanning
vere added last year for state and local agencies,
and the law authorized 108 million because of
these new responsihiltcies. Consequently, the B4
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$13 million increase OMB recommenfs is much too
low 1f we want to demand high quality performanee
In the planning process. (The Agency requested
$124 million)? A compromise of $50 million seems
more appropriate.

-C&nsolidsf:itm of CateporicalsGrant Programs,

OMB recommends administrative consolidatfon of
certain pragrams. The Acting Administrator agreas
that consoltdation should oceur but recommends that
it be deferred. WUntil we get our reorganfzation
authority an® a comprehensive reorgantizatfion plan
from each agency (the EPA Adminfstrator-designate
has not even reviewed these plans) {: I aptee that
consolidation strould be postponed. Morecver, con-

Waste Treatment Losn C‘uarantee Program.

I have several problems with OMB's statement of

(1} These are not guaranteee for a local ghare;
they are to be.used only when reasonable
private financing is pot available,

(2) Review of the Federal Financing Bank seems
to me to be more appropriately a job. for the
Secretary of the Treasury, not OMB. '

(3) It is not true that there were no hearings
or debate in Congress on this program. The
amendment was added in Committee mark-up
after considerable discussion and was specifi-
cally voted upon in the full House.

4> The last two xrestrictfons OMB wishes to place
on possible iwmplementation of the program go
directly against the interests of the City of
Buffalo whosge Congressman - Henry Nowak (D) -

e im —_—



MEMORANDUM FOR THE PRESIDENT

PAGE FOUR

FEBRUARY 12, 1977

authored the amendment . .(Nev York City

‘ also has a significant interest in this

item since it is closed out of the private
market) . On the other hahg;:thouregumr L
mended. surcharge on such puarantees ig a
good idea in order to make<the.prog:am'
self-financing over the long: term.

4. H.E.W. Issucs.

major first step toward egqual aééégs.fbr‘hli; ff1w
Americans to adequate health care. The-program~_~

was slow getting started (because the Nixon Adming-

stration didn't support it), but late data have .
shovn that the EPSDT propgram ig beginninggto.ime__;
prove significantly. (In Georgia, EPSDT created:

more enthusiasm among health and' social service

age of eligibility, i.e., only children ages 0-6
the first year, 0-12 the second year, 0-18 the .
third yeayr. ' | " A

Education.

(1) Disadvantaged, Elementary and Secondagz;-

This is g targetted program in which the
Program levels have not kent pace with fn-
flation for the past several years, 7Tt jis
not a significvant amount of money and could
have important impact with state and local
Eovermments' education budgets, '

(2) Impact Aid for Educatrion.

HEW is.requesting a small amount of funds -
$68 million - to fund Title "“C™ Children
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(school children wha live in publice housing).
_ This would be the first time thix categoxry has
% recefved funds in the three years since it was
created (it would help fimd those dense urban
arees vhich lost funde when the impact aid
forurula was changed three years agoy, It fs
an effective targetting tool.

Medicare Reiwburs ement .

I think the uEw Secretary should be given the benefit
of doubt on such matters as the effect of retmburse-
ment differentials on physician manpower distribution.

not yonr will rely chiefly on the Cabinet Secretaries
£for policy advice. Although OMB agrees on the total
for commmunity development -$4 billion- it originally

funds. oOMB subsequently apreed to give Pat Raryis
the discretion she requested. Par believes she-heeds
that discretion. to develop initiatives and target
money to those areas in Pvi preatest need, neitherxr
of which can be accomplished effectively through «
formula, In g situation such as this, I think there
should be a rebuttable presumption that the "policy"
advice of the Cabinet Member ig correct . '

mortgage texrme. It ig HUD's expert opimion that thege
itens are needed. State and Iocal governments have
been continuously rebhuffed in financing because of
the differences in these terms, and, again, ¥ think
the recommendations of the departmental angd field.

€ given great weight., As to rent
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levels, there is substantial evidence in all cities
that they must be raised in order to place the
eligible tenants,

6. Justice. Issues.

Justice ‘is-asking for a relatively small amount of monay
-$45 million- for effective ifmplementation of a2 juvenile
Justice prograem. OMB agrees with the goals but wants
money reprogrammed from other areas. Since more than
80 percent of the LEAA monies are block grants, that
diversion of funds i1s alwmost impossible., There would have
to be a corresponding reduction in“Yunds to state and
local governments to 8ccomplish it, and thasa finds were
reduced this past year by Congress. Since the Attorney
General ies committed to reorganizing LEAA he should be
allowed this small Initiative while he is accomplishing

that goal.
7, DOT- Issues.

There is & major issue here concerning Highways, Mass
Transit and the Adninistration's national transportation
policy, or lack thereof. oMB is recommending an increase
in Righway authority of $} billion. At the same time, OMB
ts only allowing a §50 milljon fncrease in mass transit
capital spending and is call ing for continuation of the
freeze on new starts or comnitments. This would be &
disastrous "signal" to mass transit advocates, metropolitan
areas of the country, envirormentalfsts, etc. Although
there certainly is a need to control transpartation spending,
there is only one way we can send a limited mass transit
budget to Congress with a freeze on new starts -{(without
having to accept Senatoyr Williams® $11.2 billion, 5 year,
mass transit bill); that is by pramising that the FYy 78
lepislative rrogyam will include a comprehengive transpar-
tation bill wivich consolidates the modal accounts. Rrock
Adams vants to wait until the FY 79 program to do so bdut

/!
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astharity until Fy 79 -¢@uhich T think would relax the
presswie for conasolidation).

If we can preseat an energy policy by April Zoeh, sid
a weifdre veform plan by tay I, we should be al:lc to have a
trasportation polfey for the FY 78 pragran.

lssve not presented fn OME Mewo.

8. Legal Services €Corporatfom.,

- The corporation has reguested $217 million for FY 78
which is $92 mil¥ion above current gexrvicez. OMB iIs

recommending a tata¥ of $I150 millfon. T think $200
willior would be 8 good comuitment to Justice and equal
rights for the poar. This is the most successfol program
from the 1960's War on Poverty, and it deserves support.
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THE PhisSIDLHI HAS SEEN,
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THE WHITE HOUSE
WASHINGTON

February 12, 1977

THE PRESIDENT ‘

MEMORANDUM TO:

FROM: Jack Watson
RE: WEEKLY SU IES SUBMITTED
BY CABINET/DEPARTMENTS

For the week of February 7-11, you received

summaries (attached) from the following Departments:

Commerce j‘/m
Interior Srate (é’/’) ‘

Justice
Transportation .
Treasury and HUD

I suggest that you thank those who submitted
summaries for making them informative and brief.

Those who did not submit summaries last week
should do so this week. You might add that you
appreciate the sensitivity of some information in
the summaries and that circulation will be strictly

limited.

JHWJr; ply

Attachments
Electrostatic Copy Made

for Preservation Purposes
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CONSUMER MEETING WITH PRESIDENT CARTER

Special Assistant for Consumer Affairs —

Civil Service

GSA

ERDA

FTC

HEW a
CPSC

Ex-Im Bank

FIA

Federal Home Loan Bank

Appointments /57 -
‘ N

Issues Before Congress

Consumer Protection Bill

Cooperative Bank

Citizen Access to Government Decisions
Government Accountability

Class Action Suits
Antitrust--Divestiture

Future Access
Regular Meetings

Memoranda
Addresses to Consumer Audiences

Elactrostatic Copy Made
for Preservation Purposes
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